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TAGS: ECON, UK 

SUBJECT: ECONOMIC DEVELOPMENTS - WEEK ENDING AUGUST 15 

BEGIN SUMMARY: ALTHOUGH MOST OBSERVERS AGREE THAT THE 
GOVERNMENT'S PROGRAM TO REDUCE INFLATION AND SET THE TONE 
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FOR DOMESTIC ECONOMIC RECOVERY WILL BE EFFECTIVE, FIGURES 
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RELEASED THIS WEEK GAVE LITTLE ENCOURAGEMENT THAT THE END 
OF BRITAIN'S RECESSION IS NEAR. INDUSTRIAL PRODUCTION IN 
JUNE WAS AT ITS 1970 LEVEL WITH THE OUTPUT OF STEEL FAL- 
LING TO A 24 YEAR LOW IN JULY. WHOLESALE PRICES FOR OUT- 
PUT GOODS CONTINUE TO RISE INDICATING THAT FURTHER IN 
CREASES IN CONSUMER PRICES ARE IN THE PIPELINE. PETER 
SHORE, SECRETARY OF STATE FOR TRADE. MADE A WIDELY PUB- 
LICIZED SPEECH URGING UK RESIDENTS TO "BUY BRITISH". AT 
THE SAME TIME HE REITERATED THE GOVERNMENT’S POSITION 
THAT THE USE OF IMPORT CONTROLS WAS NOT THE ANSWER TO 
BRITAIN'S PROBLEMS. HOWEVER, HE URGED CONSUMERS TO CARE- 
FULLY CONSIDER THE COUNTRY OF ORIGIN WHEN MAKING THEIR 
PURCHASES. END SUMMARY 

1. INDUSTRIAL PRODUCTION FALLS TO 1970 LEVEL. LED BY A 
SHARP DECLINE IN THE STEEL INDUSTRY WHERE OUTPUT WAS FAL- 
LING TO A 24 YEAR LOW, THE INDEX OF INDUSTRIAL PRODUCTION 
RETURNED TO THE 1970 BASE LEVEL OF 100.0 IN JUNE FROM 

100.5 IN MAY. THE SLIGHTLY NARROWER INDEX OF MANUFACTUR- 
ING OUTPUT WAS UNCHANGED FROM MAY AT 100.6. OVERALL IN- 
DUSTRIAL OUTPUT FELL AT AN ANNUAL RATE OF 12.5 PERCENT 
OVER THE PAST 3 MONTHS WHILE THAT FOR MANUFACTURING DE- 
CLINED BY 10.7 PERCENT ON THE SAME BASIS. THE YEAR ON 
YEAR DECLINES ARE 9.3 AND 10.1 PERCENT RESPECTIVELY. 

2. RETAIL SALES CONTINUE WEAK IN JUNE. THE INDEX OF 
RETAIL SALES VOLUME (1971 EQUALS 100) ROSE SLIGHTLY IN 
JUNE TO 104.5 FROM ITS MAY LEVEL OF 102.5. THESE FIGURES 
CONTINUE TO REFLECT THE IMPACT OF THE BUYING SPREE 
BROUGHT ABOUT BY THE HIGHER VALUE ADDED TAXATION IN THE 
APRIL BUDGET. NEVERTHELESS, DURING THE SECOND QUARTER OF 
1975 RETAIL SALES VOLUME IMPROVED ONLY MARGINALLY FROM 
THE CORRESPONDING PERIOD OF 1974 (108.7 VERSUS 107.3). 

STATISTICS ON NEW INSTALMENT CREDIT CONFIRM THE WEAKNESS 
IN SALES. WHILETHE SECOND QUARTER FIGURE OF 756 MILLION 
POUNDS IS 23.1 PERCENT ABOVE THE CORRESPONDING 1974 FIG- 
URE OF 612 MILLION POUNDS, THE 26.1 PERCENT INCREASE IN 
RETAIL PRICES MEANS THAT CREDIT SALES HAVE DECLINED IN 
REAL TERMS. 

UNCLASSIFIED 

UNCLASSIFIED 

PAGE 03 LONDON 12659 01 OF 02 151655Z 

3. JULY WHOLESALE PRICES CONTINUE UPWARD TREND. IN FIG- 
URES RELEASED THIS WEEK, THE TWO MAIN WHOLESALE PRICE IN- 
DEXES CONTINUED THEIR UPWARD MOVEMENT. THE INDEX OF RAW 
MATERIALS AND FUELS PRICES (INPUTS) INCREASED BY 2.1 PER- 
CENT OVER JUNE FROM 227.5 TO 232.3 (1970 EQUALS 100) RE. 

FLECTING IN PART THE DEPRECIATION IN STERLING. THE INDEX 

OF PRICES FOR MANUFACTURED GOODS (OUTPUTS) ROSE MORE SLOW- 
LY MOVING UP 1.3 PERCENT FROM 189.0 TO 191.5. OVER THE 
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PAST 3 MONTHS, THE INPUT INDEX HAS RISEN AT AN ANNUAL 
RATE OF 16.9 PERCENT WHILE THAT FOR OUTPUTS ROSE AT A 
RATE OF 22 PERCENT. THE YEAR ON YEAR CHANGES ARE 9.4 PER- 
CENT AND 24.8 PERCENT RESPECTIVELY. 

4. CURRENT ACCOUNT: THE U.K. CURRENT ACCOUNT WAS IN 
DEFICIT 174 MILLION POUNDS IN JULY COMPARED TO A JUNE DEF- 
ICIT OF 40 MILLION POUNDS. THE MAJOR FACTOR CONTRIBUTING 
TO THE DETERIORATION IN THE TRADE POSITION WAS AN EXCEP- 
TIONALLY HIGH LEVEL OF CAPITAL EQUIPMENT IMPORTS RELATED 
TO NORTH SEA OIL PRODUCTION. THE ARRIVAL OF AN OIL PRO- 
DUCTION PLATFORM FROM NORWAY WAS VALUED AT NEARLY 100 MIL- 
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UNCLAS SECTION 02 OF 02 LONDON 12659 
DEPARTMENT PASS FRB AND TRSY 

LION POUNDS. IF THIS ITEM PLUS AN ACCOUNTING OF FOREIGN 
PRODUCED SHIPS, WHICH WERE ALSO DELIVERED IN JULY, ARE 
EXCLUDED FROM THE FIGURES, THE UNDERLYING TREND CONTINUES 
TO INDICATE SUBSTANTIAL IMPROVEMENT OVER THE YEAR. SEE 
LONDON 12613 FOR DETAILS. 
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5. EXCHANGE RATE AND GOLD: 

(DATES) 8/7 8/14 CHANGE 

EXCHANGE RATE $2.1055 $2.1085 UP $0.0030 

EFFECTIVE DEPRECIATION 
(PERCENT) 27.8 27.7 NARROWED 0.1 

GOLD $165.37 $160.00 DOWN $5.37 

6. FORWARD DISCOUNT ON STERLING: 


(DATES) 

8/71 

8/14 

CHANGE 

1 MONTH 

0.82 

0.72 

DOWN 

0.10 

3 MONTHS 

2.32 

1.95 

DOWN 

0.37 

6 MONTHS 

4.40 

3.85 

DOWN 

0.55 


(ALL FIGURES IN CENTS) 


7. EURODOLLAR INTEREST RATES: 

(DATES) 8/7 8/14 CHANGE 

1 MONTH 6-3/4 6-1/4 DOWN 1/2 

3 MONTHS 7-3/8 7-1/8 DOWN 1/4 

6 MONTHS 8-1/4 8-1/8 DOWN 1/8 

8. LOCAL AUTHORITY DEPOSIT RATES: 

(DATES) 8/7 8/14 CHANGE 

1 MONTH 10-3/8 L0 DOWN 3/8 

3 MONTHS 10-5/8 10-1/2 DOWN 1/8 

6 MONTHS 10-7/8 10-3/4 DOWN 1/8 

9. THE MINIMUM LENDING RATE REMAINS UNCHANGED AT LL PER- 
CENT AS OF AUGUST L5. 

RICHARDSON 
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